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(3) Were not subjected to operations 

in the intermediate country other than 

loading and unloading, and other ac-

tivities necessary to preserve the arti-

cles in good condition. 

§ 10.205 Country of origin criteria. 

(a) General. Except as otherwise pro-

vided in paragraph (b) of this section, 

an article may be eligible for duty-free 

treatment under the ATPA if the arti-

cle is either: 

(1) Wholly the growth, product, or 

manufacture of a beneficiary country; 

or 

(2) A new or different article of com-

merce which has been grown, produced, 

or manufactured in a beneficiary coun-

try. 

(b) Exceptions. No article shall be eli-

gible for duty-free treatment under the 

ATPA by virtue of having merely un-

dergone simple (as opposed to complex 

or meaningful) combining or packaging 

operations, or mere dilution with water 

or mere dilution with another sub-

stance that does not materially alter 

the characteristics of the article. The 

principles and examples set forth in 

§ 10.195(a)(2) of this part shall apply 

equally for purposes of this paragraph. 

§ 10.206 Value content requirement. 

(a) General. An article may be eligible 

for duty-free treatment under the 

ATPA only if the sum of the cost or 

value of the materials produced in a 

beneficiary country or countries, plus 

the direct costs of processing oper-

ations performed in a beneficiary coun-

try or countries, is not less than 35 per-

cent of the appraised value of the arti-

cle at the time it is entered. 

(b) Commonwealth of Puerto Rico, U.S. 
Virgin Islands and CBI beneficiary coun-
tries. For purposes of determining the 

percentage referred to in paragraph (a) 

of this section, the term ‘‘beneficiary 

country’’ includes the Commonwealth 

of Puerto Rico, the U.S. Virgin Islands, 

and any CBI beneficiary country as de-

fined in § 10.191(b)(1) of this part. Any 

cost or value of materials or direct 

costs of processing operations attrib-

utable to the Virgin Islands or any CBI 

beneficiary country must be included 

in the article prior to its final expor-

tation to the United States from a ben-

eficiary country as defined in 

§ 10.202(a). 

(c) Materials produced in the United 

States. For purposes of determining the 

percentage referred to in paragraph (a) 

of this section, an amount not to ex-

ceed 15 percent of the appraised value 

of the article at the time it is entered 

may be attributed to the cost or value 

of materials produced in the customs 

territory of the United States (other 

than the Commonwealth of Puerto 

Rico). The principles set forth in para-

graph (d)(1) of this section shall apply 

in determining whether a material is 

‘‘produced in the customs territory of 

the United States’’ for purposes of this 

paragraph. 

(d) Cost or value of materials—(1) ‘‘Ma-

terials produced in a beneficiary country 

or countries’’ defined. For purposes of 

paragraph (a) of this section, the words 

materials produced in a beneficiary coun-

try or countries refer to those materials 

incorporated in an article which are ei-

ther: 

(i) Wholly the growth, product, or 

manufacture of a beneficiary country 

or two or more beneficiary countries; 

or 

(ii) Substantially transformed in any 

beneficiary country or two or more 

beneficiary countries into a new or dif-

ferent article of commerce which is 

then used in any beneficiary country as 

defined in § 10.202(a) in the production 

or manufacture of a new or different 

article which is imported directly into 

the United States. For purposes of this 

paragraph (d)(1)(ii), no material shall 

be considered to be substantially trans-

formed into a new or different article 

of commerce by virtue of having mere-

ly undergone simple (as opposed to 

complex or meaningful) combining or 

packaging operations, or mere dilution 

with water or mere dilution with an-

other substance that does not materi-

ally alter the characteristics of the ar-

ticle. The examples set forth in 

§ 10.196(a) of this part, and the prin-

ciples and examples set forth in 

§ 10.195(a)(2) of this part, shall apply for 

purposes of the corresponding context 

under paragraph (d)(1) of this section. 

VerDate Nov<24>2008 10:12 May 19, 2010 Jkt 220059 PO 00000 Frm 00187 Fmt 8010 Sfmt 8010 Q:\19\19V1.TXT ofr150 PsN: PC150



178 

19 CFR Ch. I (4–1–10 Edition) § 10.206 

(2) Questionable origin. When the ori-

gin of a material either is not ascer-

tainable or is not satisfactorily dem-

onstrated to the appropriate port direc-

tor, the material shall not be consid-

ered to have been grown, produced, or 

manufactured in a beneficiary country 

or in the customs territory of the 

United States. 

(3) Determination of cost or value of 
materials. (i) The cost or value of mate-

rials produced in a beneficiary country 

or countries or in the customs terri-

tory of the United States includes: 

(A) The manufacturer’s actual cost 

for the materials; 

(B) When not included in the manu-

facturer’s actual cost for the materials, 

the freight, insurance, packing, and all 

other costs incurred in transporting 

the materials to the manufacturer’s 

plant; 

(C) The actual cost of waste or spoil-

age, less the value of recoverable scrap; 

and 

(D) Taxes and/or duties imposed on 

the materials by any beneficiary coun-

try or by the United States, provided 

they are not remitted upon expor-

tation. 

(ii) Where a material is provided to 

the manufacturer without charge, or at 

less than fair market value, its cost or 

value shall be determined by com-

puting the sum of: 

(A) All expenses incurred in the 

growth, production, or manufacture of 

the material, including general ex-

penses; 

(B) An amount for profit; and 

(C) Freight, insurance, packing, and 

all other costs incurred in transporting 

the material to the manufacturer’s 

plant. 

(iii) If the pertinent information 

needed to compute the cost or value of 

a material is not available, the ap-

praising officer may ascertain or esti-

mate the value thereof using all rea-

sonable ways and means at his dis-

posal. 

(e) Direct costs of processing oper-
ations—(1) Items included. For purposes 

of paragraph (a) of this section, the 

words direct costs of processing oper-
ations mean those costs either directly 

incurred in, or which can be reasonably 

allocated to, the growth, production, 

manufacture, or assembly of the spe-

cific merchandise under consideration. 

Such costs include, but are not limited 

to the following, to the extent that 

they are includable in the appraised 

value of the imported merchandise: 

(i) All actual labor costs involved in 

the growth, production, manufacture, 

or assembly of the specific merchan-

dise, including fringe benefits, on-the- 

job training, and the cost of engineer-

ing, supervisory, quality control, and 

similar personnel; 

(ii) Dies, molds, tooling, and depre-

ciation on machinery and equipment 

which are allocable to the specific mer-

chandise; 

(iii) Research, development, design, 

engineering, and blueprint costs inso-

far as they are allocable to the specific 

merchandise; and 

(iv) Costs of inspecting and testing 

the specific merchandise. 

(2) Items not included. For purposes of 

paragraph (a) of this section, the words 

‘‘direct costs of processing operations’’ 

do not include items which are not di-

rectly attributable to the merchandise 

under consideration or are not costs of 

manufacturing the product. These in-

clude, but are not limited to: 

(i) Profit; and 

(ii) General expenses of doing busi-

ness which either are not allocable to 

the specific merchandise or are not re-

lated to the growth, production, manu-

facture, or assembly of the merchan-

dise, such as administrative salaries, 

casualty and liability insurance, adver-

tising, and salesmen’s salaries, com-

missions, or expenses. 

(f) Articles wholly the growth, product, 

or manufacture of a beneficiary country. 

Any article which is wholly the 

growth, product, or manufacture of a 

beneficiary country as defined in 

§ 10.202(a), and any article produced or 

manufactured in a beneficiary country 

as defined in § 10.202(a) exclusively from 

materials which are wholly the growth, 

product, or manufacture of a bene-

ficiary country or countries, shall nor-

mally be presumed to meet the require-

ment set forth in paragraph (a) of this 

section. 
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